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Summary of Legislation: (Amended) This bill makes changes regarding the Professional Sports and
Convention Development Tax Arealaw applicable outside Marion County to requirethat at |east onefacility
must be used by a professional sportsfranchise (this requirement does not apply to atax arealocated in Fort
Wayne), that facilitiesfor convention or tourism related events must serve national or regional markets, and
that an agreement must exist regarding tax distributionsif thereisamix of facility owners. It eliminatesfood
and beverage taxes as "covered taxes' that are deposited in the Professional Sports and Convention
Development Area Fund. It provides that only those covered taxes attributable to the convention or sports
related facilities may be allocated to the Fund.

The bill allows the governing body of a school corporation to establish as part of a professional sports and
convention devel opment area a facility owned by a county building authority. It aso expands the types of
facilities that may be included in an area and limits the designation of areasto one per county.

Effective Date: July 1, 2000.

Explanation of State Expenditures:

Explanation of State Revenues: (Revised) This bill provides that a facility used by a professional sports
franchise or for convention and tourism related events may be included in a Professional Sports and
Convention Development Area (PSCDA) if it is owned by alocal building authority. Under current law, a
PSCDA may include only facilities owned by a city, a county, a school corporation, a local capital
improvement board, a civic center’s board of directors in South Bend and Mishawaka, or the Building
Authority in Gary. This provision would allow facilities that would otherwise not be eligible for inclusion
to be incorporated into the area. It is not known how many existing facilities would be affected, and the
precise impact of future development cannot be determined.
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PSCDAs are special zonesin which certain state and local tax revenues earned in the area are diverted and
deposited into aspecia fund. Thisfund is dedicated for capital improvement in the development area. The
taxes from which revenue may be captured in PSCDAS are the Gross Retail Tax, the Individual Adjusted
Gross Income Tax, local food and beverage taxes, and local option income taxes. If additional facilities
owned by local building authorities were included in PSCDAS, more state revenue could be diverted into
PSCDA funds. However, the amount of state revenue which may be captured is currently limited to $5 for
each resident of the establishing unit, and any collections in excess of the maximum allowed would be
realized as normal collections.

The bill would also alow the governing body of a school corporation to establish PSCDAs (only city and
county legidlative bodies may do so under current law). As of November 1999, there were PSCDAS
establishedinAllen County, Evansville, Huntingburg, and South Bend (the M arion County/Indianapolisarea
is established under a separate statute and is unaffected by thisbill). Thisprovision is not expected to result
inthe creation of aPSCDA that would not otherwise be established. Thebill a so providesthat no morethan
one PSCDA may be created in a county.

Thebill expands the category of facility which may beincluded in aPSCDA beyond athletic coliseums and
those used directly for convention and tourism events. Thenewly allowablefacilitieswouldincludeairports,
museums, zoos, nationally significant attractions, performing arts venues, and county courthouseslisted on
the National Register of Historic Places. This bill also provides that the taxes captured in a PSCDA would
be those attributabl e to the operation of qualified facilities.

If a broader group of facilities could be included in a development area, additional revenue generated by
these facilities may be captured. Currently, the four existing areas are not capturing the maximum amount
allowed as outlined below (see Table A). Money in a PSCDA fund may be used to construct, equip, or
finance capital improvementsfor any facilitiesincludedinthearea. Table A bel ow showstheamount of state
revenue distributed from PSCDA fundsin FY 1999 as reported by the State Budget Agency:

TABLE A: FY 1999 Distributions of Captured State Revenue from PSCDA Funds

FY 1999 Amount Allen County Evansville Huntingburg South Bend
Individual Withholding Tax $220,086 $8,002 $11,239 $86,448
Sales Tax $225,283 $13,442 $5,795 $82,507
Total State Taxes Captured $445,369 $21,444 $17,034 $168,955
Capture Limit* $1,504,180 $631,360 $26,210 $527,555
Amount Under Cap $1,058,811 $609,916 $9,176 $358,600

* As certified by the State Budget Agency. It should also be noted that for purposes of the Budget Agency’s surplus
estimates, it is assumed that all PSCDAs annually capture the full amount of state revenue allowed (the Capture Limit
as shown above in Table A).

The bill also extends the date by which a PSCDA must be established from July 1, 1999 to July 1, 2001.
Three areas have been identified where new PSCDAS could be created due to this deadline extension,
however, the actual number isindeterminable. It ispossiblethat an area could be established to include Don
McBride Stadium in Richmond. While there is no professional team in Gary at this time, discussions are
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currently underway regarding the location of a Continental Basketball Association franchise in that city.
Sincethishill also expandsthe definition of a*“ professional sportsfacility” to include practicefacilitiesand
the Indianapolis Colts currently hold training camp in Terre Haute, it is possible that a third new PSCDA
could be created there.

If thefacilitiesin Richmond, Gary, and Terre Haute meet the other requirementsfor PSCDAS, at |east three
new areas could be established under this proposal. However, local units would still have to adopt a
resol ution establishing the PSCDAs. The Budget Committee must al so review any resol utionsand the Budget
Agency must approve them before revenues are diverted. The amount of state revenue which may be
captured would still be limited to $5 for each resident of the establishing unit, and any collectionsin excess
of the cap would berealized as normal collections. Dueto the use of aunit’ stotal populationin calculating
the cap, fiscal impact to the state depends largely on which unit (county, city, or school corporation) which
adopts the resolution establishing the zone.

This bill would require all PSCDAS to contain a professional sports facility (except for the Allen County
PSCDA). The bill clarifies that if a PSCDA that contains multiple facilities, these facilities may have
different ownersprovidedthey areall eligibleowners. If multipleownersexist, thishill would further require
the parties involved to establish an agreement specifying the distribution of tax revenues collected for the
PSCDA fund.

Explanation of L ocal Expenditur es:

Explanation of L ocal Revenues: (Revised) Under current law, food and beverage taxes and local option
income taxes earned in PSCDAS are also captured for capital improvement, and there is no limit on the
amount of local taxesthat may be captured. However, thisbill removesfood and beverage taxesfrom thelist
of “covered taxes’ so that food and beverage tax revenue would no longer be captured by PSCDAS. After
July 1, 2000, a PSCDA in an area where a food and beverage tax is imposed would be unable to capture
revenuefromthistax. Only the Allen County and Evansville PSCDAswould be affected by thisrevenueloss.

In FY 1999, $16,437 in Allen County Food and Beverage Tax revenue was captured in the Allen County
PSCDA. The amount of Vanderburgh County Food and Beverage Tax revenue captured in the Evansville
PSCDA is not available at this time. However, based on the amount of state sales tax collected in the area,
the amount of VVanderburgh County Food and Beverage Tax revenue captured in FY 1999 isestimated to be
no more than $2,500.

Offsetting impacts may occur dueto thishill’ sexpansion of the category of facilitieswhich may beincluded
in development areas. PSCDA funds may increase by the full amount of additional COIT, CAGIT, and
CEDIT revenueany new facilitiesgenerate. Theincreasein revenuewould be directed to the PSCDA instead
of other local taxing units in the county as provided under current law.

State Agencies Affected:

L ocal Agencies Affected: Certain local units.

Information Sour ces: State Budget Agency, Department of State Revenue.
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